
-

Judy Sello Room 3A229
Senior Attorney One AT&TWay

Bedminster, NJ 07921
Tel: 908-532-1846
Fax: 908-532-1218
Email: jsello@att.com

November8, 2004
Ex Parte

Ms. MarleneH. Dortch, Secretary
FederalCommunicationsCommission
445 Twelfth Street,S.W.,RoomTW-B204
Washington,DC 20554

Re: AT&T Corp. Petitionfor DeclaratoryRuling Regarding
EnhancedPrepaidCardServices,WC DocketNo. 03-133

DearMs. Dortch:

AT&T Corp. (“AT&T”) submitsthis expartein theabove-captionedproceeding
to rebutbaselessclaimsmadeby SBC,BellSouthandSprintconcerningAT&T’s
offering ofenhancedprepaidcardservices(“EPPC”) to theU.S. military.’

AT&T, theDepartmentofDefenseand othershavepreviouslydemonstratedthe
vital importanceof maintainingEPPC‘5 statusasan interstateinformationservice.2

1 Letterfrom PaulK. Mancini (SBC)to MichaelK. Powell,datedJuly 30,2004
(“SBC Letter”); Letter from RichardJuhnke(Sprint) to MarleneH. Dortch (FCC),
datedAugust2, 2004 (“Sprint Letter”); Letter from GlennT. Reynolds(BellSouth)
to MarleneH. Dortch (FCC), datedAugust5, 2004 (“BellSouthLetter”).
2 See,e.g.,Letterfrom Judy5db to Ms. MarleneH. Dortch,datedOctober12, 2004;

Letter from David Lawsonto Ms. MarleneH. Dortch,datedJuly 13, 2004;Letter from
Amy L. Alvarezto Ms. MarleneH. Dortch,datedJuly 12, 2004;Letter from David
Lawsonto Ms. MarleneH. Dortch, datedMay 11, 2004; Letterfrom CharlesS. Abell,
Office oftheUnderSecretaryof Defenseto FCCChairmanMichael Powell,dated
July 23, 2004(“There is specialconcernfor military personnelwho aresupportingof
OperationIraqi FreedomandOperationEnduringFreedom. Manymilitary families,
alreadyenduringthestressof separation,arestrugglingunderthefinancialweightof the
costof telephonecalls.”); Letter from William F. Hanf,GreaterColumbusOhio
Counsel,NavyLeagueof theU.S. to FCCCommissioners,datedJuly 15, 2004(“The
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EPPCservicesaresold throughmilitary exchanges,discountstoresand similarvenues,
whichpermitsgroupstraditionallyexcludedfrom thetelecommunicationsnetworkto
gain low-costaccessto telephoneservices.AT&T’s EPPCservicesareusedextensively
by ournation’smilitary deployedin Iraq andaroundtheglobe; theyarealsoused
disproportionatelyby low-incomeAmericans,seniors,minorities,andrecent
immigrants. It is indisputablethat theselow-costEPPCofferingsservecoreuniversal
servicegoalsfor ourmenandwomenin uniform, recentimmigrantsandthepoorestof
thepoor. Indeed,enhancedprepaidcardsareoftentheonly practicalwayfor members
of theseunderservedgroupsto maketelephonecalls. DenyingAT&T’s petitionfor
declaratoryruling would resultin adramaticincreasein thecostofprovidingthese
innovativeservices,andthuswould destroytheuniqueuniversalservicebenefits
EPPC’s currentregulatorystatusmakespossible— including theimportantbenefitsto
thesoldiersservingourcountryin Iraq andtheir families.

In their recentexparteletters,however,theILECs continuetheirrelentless
campaignsto placetheirownnarrowinterestin maximizingmonopolyaccessrevenues
abovethepublic interestin fair, affordablerates. TheILECs haveno affirmative
argumentfor why theCommissionshouldfurtherbloatILEC profits attheexpenseof
oursoldiersand othergroupsprotectedby universalservice;instead,theyresortto
inflammatoryrhetoricandwild chargesagainstAT&T. TheILECs repeatedly
misrepresentthefacts,andtheir legal claimsareutterly baseless.

Throughcompetitively-bidcontractswith theMilitary Exchanges,AT&T is an
official providerof personalcommunicationservicesfor all five branchesofthe U.S.
military atmorethan 550 military basesandcampsworldwide and on 200 U.S. Navy
shipsafloat. In theMiddle East,for example,AT&T hasbuilt 61 dedicatedAT&T
Call Centersin thewarzonesof Iraq, AfghanistanandKuwait with additionalcenters
currently in theprocessof beingdeployedattherequestofmilitary command
requirementsasdictatedto theMilitary Exchanges.In Iraq, AT&T supplementsits
Call Centerswith morethan550 mobilesatellitehandsetsthatmovewith units in the
field. And in Kuwait, AT&T providesnineInternetCafesto makeit easierfor service
membersto communicatewith their lovedones.

AT&T’s Call Centerserviceis supplementalto the“Morale Calls” thatare
offeredovertheofficial military phoneservicelinesof theDefenseSwitchedNetwork
(DSN). Dueto thehigh numberoftroopsdeployedandthedesireof thesesoldiersto
communicatewith theirlovedonesathome,thefrequencyand durationofpersonalcalls
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NavyLeaguebelievesyou shouldhelpmaketelecommunicationsalternativesmore
affordableandaccessibleto them,not lessso. It is simply unfairto sendyoungmenand
womenon active dutyoverseas,or to abasefar from home,andthensay,Oh,by the
way,now wearegoing to makeit moreexpensiveto call yourfamily.”)
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overtheDSNgenerallyarelimited. AT&T Call Centersthusservean important
functionto handlethecallsthatcannotbeaccommodatedby theofficial “morale
calling” over theDSN. And AT&T maintainsa specialwebsite,“AT&T Military
Headquarters,”(www.att.com/mil)that is designedto helpmilitary servicemembersand
their families understandtheiroptionsfor keepingin touch.

Low-costenhancedprepaidcalling cardsarean indispensableelementofthe
infrastructurethat ensuresthattroopsandtheirlovedoneshaveanaffordableoptionfor
stayingconnected.AT&T hasworkedwith theMilitary Exchangesto developthe
Military Exchange550-unitAT&T Global PrePaidCard. AT&T’s EPPCcardsaresold
bothoverseasandat domesticMilitary Exchanges.More than85%of calls(basedon
minutesof use)placedfrom theseAT&T Call Centersarecompletedusing EPPC.

Under thecompetitively-bidMilitary Exchangecontractawardedin June2000,
AT&T is responsiblefor all costsassociatedwith providingprepaidcardserviceto
servicemenandwomen,including theexpenseof settingup serviceandthecosts
associatedwith providingit amidstthedangersof combatandthechallengesofthe
harshMiddle Eastclimate. AT&T’s overseassupportfor themilitary underOperation
EnduringFreedomin Iraq, Afghanistanand Kuwait, requiredAT&T to build at times
andplacesofthemilitary’s choosingatelephonenetworkincludingsatellitelinks,
switches,andCall Centers,all capableofbeingmovedwith changingdeployment.
AT&T receivesrevenueonly throughpaymentforthecalls; neithertheU.S. government
noranyotherorganizationsubsidizes sservice. AT&T hasbeenableto maintain
very affordableratesfor theGlobalAT&T PrepaidCardevenin thefaceof these
extraordinarycostsonly becauseofthe interstateinformationservicenatureof EPCC.

BellSouthand Sprintnonethelessclaim thatourservicemenandwomenwould
not be forcedto paymorefor prepaidcardcallsif theCommissiondirectedEPPC
providersto payexorbitantintrastateaccesschargesto theILECs. Accordingto
BellSouthand Sprint, intrastateaccesschargesareirrelevantto military callsfrom and
to overseasservicemenandwomen. BellSouthLetterat 5; SprintLetterat2. Thatis
patentlyfalse. Dueto the inherentlynomadicnatureofprepaidcards— cardspurchased
at military exchangesordiscountstorescanbetransportedandusedanywhereat any
timeto call anyone— AT&T’s EPPCserviceis (andmustbe) pricedon aglobal basis
thatreflectsthepossibilitythatcardspurchasedby membersof thearmedforcesand
theirfamilieswill be,andfrequentlyare,usedto makeintrastatecalls. As aresult,any
increasedcostin providingthis servicewould necessarilyrequireapriceincreasefor
cardssold in theU.S. andabroad.For thesamereason,BellSouth’sandSprint’s
irresponsibleassertions— madewithoutashredof evidence— thatAT&T is simply
pocketingaccessandUSF savingsin recognitionoftheenhancedinterstatenatureof
EPPCservicesarefalse. As evidencedby the low calling cardratesthemselves,
consumersareenjoyingthebenefitofthesesavings.
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SprintcomplainsthatAT&T hasrefusedto allow military personnelto usefree
calling cardsin Iraq and elsewherethat Sprinthaddistributedto ourtroopsoverseas.3

SprintLetterat2. Thattoo is false. Anycarrier’scalling cardcanbe usedto initiate a
phonecall placedvia theofficial military network,theDSN. Sprintcardscannotbe
usedonly at AT&T Call Centers,whicharedirectly linked to theAT&T networkanddo
not offer thecapabilityto useotherproviders’cards.

SBC’s filing is, to borrowaword from thatfiling, themost“despicable.” While
professing“sympath[y]to theneedsofourarmedforcesandtheirfamilies,” SBC
pressesfor full revocationof thesubstantialbenefitsEPPCprovidesto military
personnelandtheirfamilies,andredirectionofthosebenefitsto SBC’s coffers. To
distractattentionfrom thisploy, SBC irresponsiblysuggeststhat AT&T is providing
EPPCto themilitary underfalsepretenses,andthusit urges“DOD to takeastand”and
eitherholdAT&T to thetermsof its procurementcontractor launchan investigation
into whetherAT&T’s representationsorperformanceunderthat contractviolate federal
law. SBCLetterat 2; seealso BellSouthLetterat 5. Thesechargesarepreposterous.
AT&T wasandis fully justified in treatingEPPCasaninterstateinformationservice.
Therefore,thesuggestionthatthereshould be someinvestigationof AT&T in
connectionwith its provisionof EPPCto themilitary is ridiculous. It is SBC’s motives
andactionsthattheDOD andmilitary personnelandtheirfamiliesshould question,not
AT&T’s.

Finally, BellSouthsuggeststhattheILECs’ interestin fattermonopolyprofits
canbe reconciledwith thepublic’s interestin affordableserviceto menandwomen
servingin thearmedforcesandtheirfamiliesby a“military carve-out”that would
“exempt” cardssoldto themilitary from thehigheraccessandUSFfees thatBellSouth
would havetheCommissionapplyto all otherEPPCcalls. BellSouthLetterat 5. That
approachis untenable.First, apartfrom comprehensiveintercarriercompensation
reformpursuantto section251(b)(5) thatwould displaceall intrastateaccesscharges,it
is difficult to fathomwhatauthoritytheCommissioncouldrely uponto waivethe

~AT&T commendsSprint’s decisionto donatecallingcardsto troops. ForyearsAT&T
hasdonatedthousandsof cardsthroughnon-profitorganizationsto helptroops overseas
call their lovedonesbackhome. ThroughtheUSO (UnitedServiceOrganizations,Inc.)
alone,AT&T hasdonatedprepaidphonecardsworthnearly$6.1 million since
January2003. Sincethebeginningof OperationEnduringFreedomandthenOperation
Iraqi Freedom,AT&T hasalsodonatedits prepaidphonecardswith afacevalueof
morethan25 million minutesto a numberofmilitary andcivic organizations—
includingnewnonprofitorganizationssuchasOperationGratitude— thathaveorganized
to assembleanddeliver carepackagesto troopsin harm’sway. Mostrecently,AT&T
teamedwith theUSO to give convalescingsoldiersat WalterReedMedicalHospitalthe
ability to usedonatedAT&T prepaidcalling cardsto call friendsandlovedonesaround
thecountry.
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impositionof intrastateaccesscharges.4Moreover,asexplainedabove,anyimposition
of intrastateaccesschargeson AT&T’s EPPCserviceswill affecttheentirecost
structureof EPPC,becauseAT&T’s EPPCservicesfor themilitary arepricedon a
globalbasis. If theCommissionallows ILECs to imposeexorbitantintrastateaccess
chargeson someEPPCcalls(notwithstandingtheinterstatecommunicationsinvolved in
thosecalls),thereis no escapingthefact thatthecostto provideEPPCservicessold
throughmilitary exchangeswill increasesignificantly. As is typical in suchcontracts,
theAT&T agreementwith themilitary containsa changeof law provisionthatallows
for price adjustmentsin responseto regulatorychanges.

Moreover,theCommissioncouldnotrationallywaivefederalUSF contributions
for EPPCprovidedto themilitary without alsowaiving suchcontributionsfor other
groupsprotectedby universalservice. As notedabove,low-incomehouseholds,
African AmericanandHispanichouseholds,recentimmigrants,students,seniorcitizens,
andretireeson fixed incomesalsodependon cost-effectiveprepaidcardservicesto meet
theircommunicationsneeds.Thestatutemakesclearthat thesegroupsareatthe coreof
theCommission’suniversalserviceresponsibilities:Traditionaluniversalservice
obligationsunder47 U.S.C. § 151~requiretheFCCto makethetelecommunications
network“available,sofar aspossible,to all thepeopleof theUnitedStates,without
discriminationon thebasisof race,color, religion, nationalorigin, or sex,” andthe
1996Act requiresuniversalservicepoliciesto be basedon theprinciplethat servicesare
availableat ratesthatare“affordable.” 47 U.S.C. § 254(b)(l), (i). Theextensive
cxpartesthatarenow on file beforetheFCCandthe morethanone million callsmade
to theWhite Housein supportof maintainingthecurrentstatusofEPPCconfirmthe
critical importanceof low-costprepaidcardservicesto theseotherend-usersaswell. It
would thusbe irrational andindefensibleto grantaspecialuniversalserviceexceptionto
keepEPPCservicesaffordablefor military end-users,but raisecostsandthus limit
accessto thenetworkto thesenon-military groupsthat areatthe coreofCongress’s
universalserviceconcerns.

In short, theappropriatecoursefor theCommissionin thisproceedingis to
maintainthestatusquo anddeclarethat EPPCservicesareinterstateinformation
servicesandhencethatlow-costprepaidcardcalling will remainavailablenotonly to
military personnelandtheirfamilies,but to all Americans.SBC,BellSouthand Sprint
did not objectin 1994whenAT&T recognizedan earlyenhancedprepaidcardservice
asan enhancedservice— in a CostAllocation Manualfiling thattheCommission
deemedaccepted,seeLetter from Amy L. Alvarezto MarleneH. Dortch,dated
November1, 2004 — andtheindustryhasoperatedunderthatunderstandingfor the
betterpartof adecade.Consumers— and,in particular,theconsumersto which

~Nor would therebe anyprincipledtheoryunderwhichtheCommissioncoulddeclare
EPPCcallsto themilitary to bejurisdictionallyinterstatewhile all otheridentically
routedEPPCcallsto othercustomersareintrastate.

~NARUCv. FCC, 737 F.2d 1095, 1108n.6 (D.C. Cir. 1984).
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universalserviceconcernsareprimarily directed— havebenefitedenormouslyfrom this
approach,andconsumerswill benefitenormouslygoing forwardfrom themaintenance
ofthestatusquo.

Oneelectroniccopyofthis Notice is beingsubmittedto theSecretaryof theFCC
in accordancewith Section1.1206oftheCommission’srules.

Respectfullysubmitted,

/5/

Judy Selbo

cc: ChristopherLibertelli
MatthewBrill
DanielGonzalez
JessicaRosenworcel
ScottBergmann
JeffreyCarlisle
TamaraPreiss
SteveMorris
PaulMoon


